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Secretary
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Re: Ex Parte Notice - M B Docket No. 02-277; MM Docket No. U1-317;
MM Docket No. UO-244

Dear Ms. Dortch:

Attached is a letter to Paul Gallant of the Media Bureau. in response to a question he
posed at our ex parte Illeeting on May 2. 2003.

Pursualll to Section 1.1206(b) of the COlllmission' s Rules. an original and one copy of
this letter. as well as t\m copies of the \Hitten presentation,are hereby submitted for each
docket.

Sineercl y.

~Uj
Attachment

cc: Paul Gallant
Linda Senecal
Mania Baghdadi
Qualex International



Vio(om Inc
Suite 1100, 1501 M Street, NW
Washington, DC 20005

Anne C. Lucey
Vice Pre$ident
Regulatory Affa,r$

Tel 202 785 7300
Fax 202 785 6360
E-mail- anne,lucey@viocomcom

May 7. 2003

Paul Gallant
Special Advisor
Media Burcau
Federal Communications Commission
445 Twelfih Street. Southwest
Washington. DC 20554

Re: Radio Market Definition

Dear Paul:

VIACOJ.\

Assuming that the Commission decides not to repeal the local radio ownership
rule. but to replace the current contour-based rule for determining compliance with an
Arbitron Metro-based approach. the question arises what radio stations should be
considered a part of the "market.·· Viaeom submitted the following proposal as part of
our ex partc meeting with you and Nandan Joshi on Friday. May 2:

• Numerator - all commonly owned radio stations licensed to community located in
the Metro.l!.!m any commonly owned "out-of-market"" radio station designated by
Arbitron as "homc" to the Metro.

• Denominator - all radio slations licensed to a community located in the Metro.
plus all out-of-market radio stations with an Arbitron reportable share in the
Metro. but cxcluding all commonly owned radio stations not included in the
Metro.

Because Viacom based its proposal on a diversity analysis. at our meeting you asked how
the proposal would also renect competition in the market.

Viacom's Arbitron Metro···)ased approach builds upon the radio industry's
established methodology of definilg the relevant gcographical market lor the purpose of
counting and ranking stations that compete for listeners. Viaeom uses the geographical
area defined by Arbitron as a Melro as the starting point. Viacom believes that all
stations that arc availablc to listcn"rs in the Mctro should be considered potential sources
of competition.



This \\ould include all stations liccnscd to communities locatcd in thc Mctro.
\\hcther commcrcial or noncommercial. As you know. Arbitron's "Book" docs not list
cvcry radio station in thc Metro, Thc "800k" has a limitcd purposc. which is to assist
mcdia buycrs and sellers, Noncommcrcial stations arc not includcd in thc Book. yet
noncommcrcial radio stations garner signi licant audicnccs -and thcy do sell time.
rcgardless of\\hcthcr that timc is c1assilicd as "sponsorships" or "undeI"\\Titing"
announcemcnts, Thc numbcr onc station in San Francisco during the most rcccnt
Arbitron sunc) pcriod \\as noncommcrcial station KQED(FM}. but it is not listed in thc
Arbitron Book, In the real \\orld. ho\\c\'CI". KQED(FM} compctcs lor listcncrs \\ ith
commercial radio stations. particularly nc\\s/talk stations. Similarly. in the Washington
Mctro. commcrcial station WGMS(FM} competes lor a classical music audicncc \\ ith
noncommercial station WI~TA(FM}.

In many instances. commcrcial radio stations do notmect Arbitron's minimum
rcporting standards for inclusion in the Book. becausc they sef\'C a narro\\' audicncc.
\\ hich may not bc fairly reprcscnted in an Arbitron SUf\'ey. which is intcndcd to cstimate
listening in ccrtain dcmographic groups. For examplc. Arbitron does not cstimate
listcning b) children undcr 12. although some radio stations targct a child audiencc.
Radio stations that target minorit). ethnic or spccialized audiences also tend to bc
cxcluded from thc Arbitron Book. For cxample. thc Arbitron Fall 2002 Book lor thc
Baltimore Metro does not list two AM radio stations owned by Viacom that broadcast
gospcl and rcligious programming, Both stations arc cconomically sucecssful - i.c .. they
havc an audience and thcy bring in advcrtising revenucs. Again. thcsc stations are
potential sourccs of compctition in thc market and cannot bc ignored, Thc inclusion of
all stations liccnsed to communitics \\'ithin the I\letro in question. regardless of market
share. rcl!ects actual market conditions, The signals of thcse stations arc available in the
i\ ktro and eithcr compctc or ha\'c the potcntial to compete tor listcncrs and therctorc ad
dollars. Evcn though stations may not garncr cnough listcning to bc rcportablc in the
Arbitron Book. thcse stations do exert competitive prcssure and rcpresent unrcalizcd
potential that would be rclcvant to a forward-looking competitivc analysis.

Viacom bclieves that an Arbitron Metro-bascdmarket definition should also
includc out-of-markct stations (i,c .. stations notliccnsed to a communit)' located in the
Mctro} ifthc out-ot~markctstation has an I\rbitron reportablc share in thc Metro, As an
cxample of\\h) this rcl!ccts the statc of compctit ion in a gi\'cn i\lctro.let·s look at thc
Ri\crside-San Bcrnardino Mctro as an cxample. In that I\lctro. six ofthc top tcn ranked
stations arc out-of-markct Los Angeles stations, Any mcasure of compctition in thc
Ri\'crsidc-San Bernardino Metro must nccessarily include the availability of eompcting
Los Angelcs Mctro radio signals in thc Mctro.

To that cnd. Viacom has proposcd that thc Commission count all out-ol~market

stations that hU\c a reportablc sharc in thc Mctro under analysis, It is obvious that a
station must bc U\'ailable in a i\letro ifit has reportable share of total listening, The fact
that this compctition spills ovcr from another I\letro market is irrclc\'anl. Thcsc out-of­
market stations \\ ith rcportable sharc constrain thc abil ity of a station owner in thc Metro
in qucstion to cxercisc market po\\'cr (c,g .. raisc priccs) on its o\\n and cxert prcssure on



that station owner to ofter compelling and innovative programming to compctc for and
rctain listencrs -- and. ultimatcly. ad dollars.

Viacom does not bclicve. howcvcr. that out-of-market stations should bc included
in thc numcrator unless a particular out-of~market station has becn dcsignated as ""home"
to thc Metro undcr analysis. As Viacom undcrstands Arbitron's rcporting process.
Arbitron permits an out-of-market station to designate itselfas home to another Metro if
the station mcets Arbitron's minimum reporting standards for that 1etro. In such
circumstanccs. \\ here an 0\\ ncr has electcd to be designated as ""homc" to a particular
Mctro. then Viacom believes that it is only fair to include that station in the numerator for
the purpose of determining whether thc owner complies with thc FCC's local ownership
rulc. To prevcnt gaming ofthc rules. Viacom suggcsts that such a station should be
evaluatcd within two Metros - thc Metro whcre its community of lieensc is loeatcd and
the Metro that it has designated as "homc" - and rcquired to demonstrate compliance
\\ith thc local radio ownership rule in each Metro. Thus. for example. Viacom's
WIIFS(FM). \\hich is licensed to AtUlapolis. Maryland. which is part of the Baltimore

tctro. but \\hich is "homc" to the Washington Metro. would havc to comply \\ith the
local radio 0\\ ncrship rule in both Metros.

Also to prcvcnt gaming of the rules. Viacom would cxclude Irom thc dcnominator
any out-of~market station with a reportable share in a Metro if commonly owned with thc
station undcr analysis. This is to addrcss the so-called Pine Bluff or Minot problem.
where. it is alleged. the denominator was artificially inflated by commonly owned
stations includcd in the numcrator. Thus. under Viaeom's proposal. commonly owncd
stations would not be included in the denominator (i.e .. \\ould not be counted for
purposes of dctcrmining the applicable 0\\ ncrship tier). unless also included in the
numerator.

Iryou have further qucstions. please let me know.

Sineercl y.

~~


